This paper studies the association between trade reform, growth, and trade adjustment assistance in a sample of developing countries that underwent trade reforms during [1987] [1988] [1989] [1990] [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] . Our analysis explicitly differentiates between a group of countries that received trade adjustment loans from the World Bank and a nonrecipient group. The results suggest that trade adjustment assistance is positively associated with economic growth after trade reform in the medium to long run. In comparison to a prereform period and to the non-recipient group, the recipient countries registered 0.2 percent higher growth of real GDP per capita, 5.0 percent higher import growth, and 2.5 percent higher export growth over a period of three to five years after trade reform.
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the process of trade reforms was undertaken without trade adjustment assistance and external assistance. For many, however, trade reforms were aided by international organizations, both technically and financially. This paper studies economic performance after trade reforms and the role of trade adjustment lending extended by the World Bank to a large number of developing countries from 1987 to 2004. By focusing on this episode of trade reforms and trade adjustment loans, our work provides a historical account and contributes to a strand of the literature that studies the effect of trade adjustment assistance on economic reform. Recent works, notably Cadot et al. (2011) , point out that the challenges facing any evaluation framework on the effectiveness of trade adjustment assistance are due to the lack of consensus on suitable criteria for distributing the aid for trade effectively. Any evaluation study is further complicated by the wide variation in the quality of data and cross-country empirical specifications.
1 Against these backdrops, a recurring theme in the literature is to search for answers to the following two empirical questions: first, were economic reforms beneficial to the countries that undertook them, i.e. in terms of macroeconomic outcomes, productivity, and GDP growth; and, second, did the trade adjustment assistance have favorable value-added impacts that helped improve the economic outcomes significantly in the aid-recipient countries? Trade has traditionally been viewed as a driving factor of external balance and an engine of growth through improved resource allocation, stronger incentives for adaptation and innovation, cheaper capital goods, and higher foreign direct investment flows associated with new trade opportunities. While it is believed that countries grow more rapidly by abandoning a long-term autarkic approach, existing evidence on the association between trade reforms and economic performance have been inconclusive. As trade remains important to the overall development strategy in the developing countries, this empirical uncertainty has generated a long-standing debate on whether there is any link between trade reform and economic growth, as well as any potential role of trade adjustment assistance and external intervention.
In the past, well-known studies such as those by Sachs and Warner (1995) , Krueger (1998) , Edwards (1998) , Frankel and Romer (1999) , Dollar and Kraay (2004) and Berg et al. (2012) suggest that more open countries tend to grow faster. In the literature, openness to trade, or trade intensity, is typically defined as the ratio of gross trade (imports plus exports) relative to GDP. However, as Looi Kee et al. (2009) and Collier et al. (1999) argue, the trade intensity index may not be entirely appropriate as an indicator of the trade policy stance. The index may instead reflect an increase in aid flows or an improvement in terms of trade rather than the extent of trade reforms. Further, Rodriguez and Rodrik (2000) point out methodological problems with the empirical strategies thus far undertaken to establish the relation between trade reform and economic growth, particularly the use of the openness dummy variable proposed by Sachs and Warner (1995) and later by Wacziarg and Welch (2008) . This is because in practice the openness dummy variable that aims to characterize the restrictiveness of a trade policy regime is often correlated with other measures of poor economic performance. To improve upon the restrictiveness measure of a trade regime, Wacziarg and Welch (2008) attempt to identify years when non-reversed trade liberalization programs were launched. Applying this new indicator together, they find that output, investment, and openness increase significantly after trade liberalization.
Clearly, a proper identification of the years in which trade reforms have taken place allows for a more assertive conclusion about the impact of trade reforms on output growth and other variables of general interests, including both export and import growth. For example, using twenty-two episodes of trade liberalization, Santos-Paulino and Thirlwall (2004) find that after controlling for several variables such as changes in world demand and the real effective exchange rate, trade liberalization still has a large positive impact on both import and export growth. In addition, an empirical framework also needs to take into account contemporaneous events and lagged effects in assessing the economic response to trade reforms; for instance, Greenaway et al. (2002) show in a dynamic model of growth that trade liberalization impacts the growth rates of real GDP per capita favorably, with the effect appearing to be modest, lagged and relatively persistent.
In this paper, we evaluate the impact of trade reforms on the growth of aggregate output, imports, and exports, explicitly taking into account a provision of trade adjustment assistance for trade reforms. To deal with the potential influence of a selection bias, our analysis first differentiates whether a country received trade adjustment assistance or not, and then studies its economic outcomes after trade reform. We proceed by reporting descriptive statistics of the initial conditions in both aid for trade recipient and non-recipient groups, followed by a formal specification to address the selection problem in the sample econometrically. Our study period is 1987-2004, when active lending by the World Bank coincided with major trade reforms, covering more than sixty countries and almost three hundred loans. Whether these trade adjustment loans were helpful to economic growth remains an open empirical question. Our findings suggest that these loans affected the recipient group more appreciably after trade reform, particularly concerning the growth of aggregate output and imports, while the effect on exports was rather mixed and relatively modest.
The rest of this paper is organized as follows. Section 2 reports background data and describes the initial conditions and economic outcomes in countries that underwent trade reforms during [1987] [1988] [1989] [1990] [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] [2002] [2003] [2004] . Section 3 presents the empirical framework and discusses the econometric approach we use to deal with the selection bias and the endogeneity problem in a panel sample of aid recipient and nonrecipient countries. Section 4 reports the findings and Section 5 concludes.
Background data
Our sample focuses on the period of active trade adjustment lending by the World Bank spanning 1987-2004 and, subject to data availability, covers 45 developing countries that undertook major trade reforms. For each country, we study the data of two years before and eight years after trade reform. In total, we have a balanced panel of 450 country-year observations (with one observation for constructing a lag period). To determine this ten year window of country-year observations, we take into account several considerations. First, different countries carried out trade reforms at different periods in time, spanning the 1970s, 1980s, 1990s, and 2000s . Clearly, this implies that the empirical analysis is subject to both endogenous and selection bias since the implemented trade reform is likely dependent on various country-specific factors, prevailing aid conditionality, as well as global economic cycles. This inevitable challenge is also faced by most macroeconomic studies on trade adjustment assistance. Second, and consequentially, we have to set a comparable time frame to evaluate the effectiveness of trade adjustment lending across countries. It is not entirely clear how long before and after a trade reform would perfectly fit each country's economic circumstances. By looking at two years before and eight years after reform, the objective is to have a study window for comparison across countries. This is of course subject to data limitations, but it serves the objective of this study, which is to examine the effectiveness of trade adjustment loans on trade reforms. Third, we exclude countries that did not carry out major trade reforms, as their inclusion would entail conducting a differences-in-differences-in-differences investigation, which is beyond the goal of this study, and subject to the currently available empirical methodology that we find plausible given the set of countries under focus. That being said, there could still be a case that policy interventions, be they tax, trade, or monetary policy, may have little effect on the targeted outcome due to some unobserved common causes driving all the observable variation. In this vein, focusing on each country's specific window of two years before and eight years after trade reform may help mitigate an empirical challenge, whereby if non-reformers were included, it is uncertain what time frame or years of study should be applied to the non-reformer group of countries to examine the role of aid for trade reform.
To be selected for the sample, countries must have undertaken one or more identifiable trade reform programs in the study period. Given this criterion, Sub-Saharan Africa, Latin America, and Asia make up 38 percent, 33 percent, and 13 percent, respectively. Given a small number of countries for Europe and Central Asia (Turkey), Middle East (three countries) and South Asia (three countries), a regional breakdown of descriptive statistics is treated with caution. Countries that experienced a major civil conflict (following Collier et al., 2004) during the sample period were excluded, i.e. Afghanistan, Angola, Liberia, and Rwanda. Centrally planned economies in transition (e.g., part of the former Soviet Union during the study period) were also excluded. Out of these forty-five countries in the final sample, thirty-five countries received trade adjustment loans from the World Bank to aid the implementation of trade reforms.
We identify a year of major trade reform for each country and use this as a basis in our empirical analysis. Our identification of trade reform years across countries is due to the criteria examined in the Operations Evaluation Department (Jinjarak and Salinas, 2005) , which are based on both the literature and the qualitative description provided in the sources referred to in this paper. Essentially, we study the evolution of average tariffs and non-tariff barriers, and classify a country's trade policy accordingly by its initial restrictiveness, final restrictiveness, and pace of reform, as explained below.
Initial Restrictiveness: based on average tariffs and non-tariff barriers. Countries in our sample are assigned to one of the following four categories: I.i) restrictive but degree unknown (not enough information to differentiate the degree of restrictiveness though clearly not open); I.ii) extremely restrictive (either non-tariff barriers frequency ratio above 60%, simple average tariff above 80%, standard deviation of tariffs above 30, or communist country); I.iii) highly restrictive (non-tariff barriers between 25% and 80% and tariffs between 30% and 80%); I.iv) restrictive (either non-tariff barriers frequency ratio between 5% and 30% and average tariffs between 20% and 80%, or non-tariff barriers between 30% and 80% and tariffs below 15%); and I.v) open. Pace of trade reform: P.i) rapid (most of the tariff and non-tariff reduction happened within a 3-year period); P.ii) gradual (trade reform happened slowly). As trade policy can be reformed at different paces, for countries that went through the reform gradually, a year of trade reform is identified as the time when a reduction in trade barriers started. In the case of countries that underwent trade reform rapidly, a year of reform is identified when a large reduction in trade barriers started, even though in some cases the rapid reform was preceded by minor trade liberalization.
2 Appendix B contains the classification, presenting by country the initial conditions, pace of trade reform, and final restrictiveness of trade regimes. Table 1 reports indicators of trade policy across countries in the sample. Trade regimes were extremely restrictive prior to the first wave of reforms that started in the early 1980s: average tariffs on goods were above 29 percent and non-tariff barriers frequency ratios were above 50 percent. Note that in addition to the high level of trade protection, countries frequently applied other restrictions to current account transactions and repatriation requirements related to exports profits. By region, the highest levels of protection were observed in South Asia and in the Middle East and North Africa. For the group of 35 countries that both implemented trade reforms and received trade adjustment loans from the World Bank, the initial levels of import tariff were lower at around 26 percent on average compared to 33 percent in the non-recipient group. However, the recipient group had a greater use of non-tariff barriers, registering 69 percent of tariff lines compared to 37 percent in the non-recipient countries prior to reform. As a result, for the recipient group the size of import duties as a percent of tax revenue tended to be lower than that observed in the non-recipient group in the sample. Period since trade reform is defined as I for 1-2 years, II for 3-5 years, and III for 6-8 years.
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Across regions, trade reform was evident in our sample, with the exception of Africa, the Middle East and North Africa. While trade protection in Tunisia was high, its trade policy with large trading partners, i.e. the European Union, was going through significant liberalization under the trade agreement signed in 1995. Further, some countries in South Asia remained protected after reforms during the study period. Overall, the pattern of trade reforms was heterogeneous across regions, varying in pace and magnitude. Almost half of all reform episodes were implemented rapidly, with most of the reforms completed in less than three years. There was no geographical pattern to the speed of reform, though regions in South Asia, the Middle East and North Africa were more likely to be gradual reformers. Some countries in the sample implemented a dual scheme approach to trade reform, maintaining high protection of domestic industries, but providing liberal trade policies in the so-called export platforms, or export processing zones. About ten percent of the countries in the sample, mainly in East Asia (China, Vietnam), the Middle East and North Africa (Tunisia), followed this dual system approach.
Looking at Table 1 , it appears as if trade adjustment loans from the World Bank did not significantly affect the intensity or speed of trade reforms. Non-recipient countries cut average tariffs by half, similar to the recipient group, and significantly reduced the frequency ratios of non-tariff barriers (as well as lowering restrictions on current account transactions and export repatriation requirements). While countries that underwent trade reforms with trade adjustment loans reduced non-tariff barrier frequency ratios more, this difference to the non-recipient group is not statistically significant. In addition, the non-recipient countries were as likely to implement trade reforms rapidly as was the recipient group. Table 2 provides the initial economic conditions, contrasting the macroeconomic details of the recipient and non-recipient groups. On average, countries that received trade adjustment loans from the Work Bank tended to have more imbalances in the initial macroeconomic conditions, including significantly higher inflation and smaller tax bases, in comparison to other countries that undertook trade reforms on their own. The recipient group also faced greater external pressures, terms of trade fluctuations, lower growth, lower investment, and higher external debt-to-GDP ratios. These macroeconomic imbalances in the recipient group were often associated with balance of payments difficulties, presaging the tendency to seek trade adjustment assistance and external intervention. Table 3 reports macroeconomic conditions classified by region and income levels. High and persistent inflation was clearly evident in Latin America, while external imbalances were most pronounced in Africa, where current account deficits, terms of trade deterioration, and external debt difficulties were pervasive. Economic growth was modest for all countries in the sample, except East Asian economies. With average investment rates below 20 percent, meager FDI inflows and an anemic trade performance, overall GDP growth averaged below 3 percent, even though the fast-growing East Asian economies were included in the sample. In all regions except East and South Asia the low growth rate barely kept up with the level of population growth. Evidently, Tables 1-3 suggest several causes that were unfavorable and common to all countries prior to their major trade reforms. However, between the recipients of trade adjustment loans and the non-recipient group, there are marked differences that could potentially influence the economic performance after trade reforms. We attempt to account for these differences more formally in the following section.
Empirical specification
In order to assess the economic impact of trade reform and the effectiveness of trade adjustment assistance for trade simultaneously, we need to formally take into account a selection bias potentially driven by the provision of trade adjustment loans. The underlying model of the outcome variable (y it ) is specified as:
where x it is a set of policy variables that would have been observable in the absence of trade adjustment lending in country i at time t; s it is a dummy variable for country i in year t for being in the recipient group; w it is a vector of explanatory variables; c il represents unobservable country-specific effects, and u it is the error term. We conduct the estimation in two stages, with the first stage estimating the probability of participation, s it , and the second stage estimating the effect of trade reforms in the presence of trade adjustment loans. In this specification, we attempt to take into account several considerations that are specific to the present empirical question. First, trade adjustment assistance and its conditionality are typically tied to policy variables, i.e. the level and dispersion of import tariffs, and the existence and scope of nontariff barriers. However, the success of trade adjustment assistance is measured by aggregate economic outcomes, which are potentially influenced by a wide range of other policy variables (e.g., monetary, fiscal and exchange rate policies, financial sector and labor market reforms, as well as supply-side policies affecting the productivity of domestic firms). This makes it difficult to conclude that trade reforms and aid for trade lead to expanded trade and economic growth. Based on the literature on evaluation frameworks for trade adjustment assistance, our specification is an attempt to address not only the economic growth outcome, but also other important considerations including the selection bias, endogeneity, and policy reaction. Given the research question and data availability over the specific episode we are interested in, we cannot accommodate a large set of specifications and variables in an exhaustive and experimental way, e.g. that of Sala-I-Martin (1997). Second, even when all relevant policy variables take optimal values, exogenous shocks and external factors can still affect Conway (1994 Conway ( , 1998 and Atoyan and Conway (2006) . To describe our two stage approach in detail, we refer to a procedure proposed by Heckman (1979) . In the first stage, the probability of participation in trade adjustment lending is estimated as a function of growth, inflation, external debt, terms of trade, and natural disasters. In the second stage, the inverse Mill's ratio from the first stage is included in the growth estimation to account for the potential selection bias from the provision of trade adjustment loans. Specifically, in the first stage, the probability of a country receiving any trade adjustment lending from the World Bank is obtained from the Probit estimation:
We observe y it when a country i receives a trade adjustment loan in year t, and hence s it = 1 for the recipient group. As discussed in Wooldridge (2010) , under any assumption that allows for an unobserved effect in the selection equation, adding the inverse Mill's ratio obtained from the Probit results and then using fixed effects in a follow-up estimation does not produce consistent estimators. This is because of another potential problem -the presence of unobserved heterogeneity arising from different country characteristics. In a linear panel data analysis, the unobserved heterogeneity is differenced out using fixed effects models. In the present context, consistent estimates are obtained by first estimating a Probit of s it on x i for each t, saving the inverse Mill's ratio, 3 denoted by l it , for all i and t, and then running the pooled OLS regression using: y it on x it ; x i ; l it for all s it ¼ 1 (3) Next, to allow for unobservable country-specific effects and non-random sample selection in the panel data, following Wooldridge (2010),
which is a reduced-form selection equation that lets the explanatory variables in all time periods appear in the selection equation at time t. Following Mundlak (1978), we replace x i with ðx it ; x i Þ at time t, thereby allowing coefficients to be constant across time and conserving the degrees of freedom.
In the second stage, we estimate the effect of trade adjustment assistance and trade reform on economic outcomes. To construct a counterfactual for what policies x it a country would have implemented in the absence of a trade adjustment loan, a policy reaction function is estimated to relate changes in the policy variables with the deviation of the observed lagged value of each outcome variable from its desired value:
where y d it is the desired outcome value of y it , assumed to be invariant across countries and over time for the study period; d i measures adjustment to disequilibrium in the target value; and e it is the unobservable error term. For a detailed discussion and motivation on this type of policy reaction function, see Goldstein and Montiel (1986) , Khan and Montiel (1989) , Faini et al. (1991), and Conway (1994) . Substituting the participation function (4) and policy reaction function (5) into Eq. (1), we obtain:
Note that we need to enforce the equality of parameter a across groups, otherwise Eq. (5) will not adjust for differences in these variables across groups. This approach helps mitigate the simultaneous presence of sample selectivity (s it ) and unobserved heterogeneity (c i1 , c i2 ) that we aim to control for in our estimation.
Estimation results
In Tables 4-6, we present our estimation results for three outcome variables (y it ): growth of real GDP per capita, growth of import demand, and growth of export supply. Following the above empirical specification, the control for unobservable country-specific effects is accounted for by the inverse Mills ratio, obtained in the first stage from estimating for each time period the Probit of a dummy variable for trade adjustment loan on lagged real GDP per capita growth, lagged dummy for inflation of 40 percent or higher, lagged external debt to GDP ratio, and a lagged natural disaster dummy. The estimated inverse Mill's ratios are then entered into the second stage regression, whereby any statistical insignificance of the inverse Mill's ratio indicates that the potential sample selection bias has been dealt with in the present context. Table 4 reports the results when the outcome variable is the growth rate of real GDP per capita. The variable of interest is the number of years since trade reform started, defining a dummy variable (LIB) for each period: let t = 0 be the year of trade reform identified earlier, then LIB[0,2] = 1 for t to t + 2, and 0 otherwise; LIB[3,5] = 1 for t + 3 to t + 5; and 0 otherwise, LIB[6,8] = 1 for t + 6 to t + 8, and 0 otherwise. The estimated coefficients of trade reform variables indicate the effects of trade reform on economic growth in the short run (between 0 and 2 years), medium run (between 3 and 5 years), and long run (between 6 and 8 years), relative to the two year period (t À 2 to t À 1) preceding the reform years. Wacziarg and Welch (2008) use a similar specification of dummy variables to account for the effects of trade reform. Using this type of reform variables mitigates the endogeneity bias that may arise from the correlation between tariffs and other economic factors, e.g. inflation, real output, and Standard errors are in parentheses, with *** (**, *) denoting 1 (5, 10) significant level. 4 Note that the panel data spans periods of ten years for all countries, but these are different 10 years for different countries.
An alternative specification may try to control for common trends in the growth of global trade as an explanatory variable in the estimates, also accounting for the pattern of trade growth for the non-reforming developing countries. In addition, it may also be useful to estimate the model using the trade intensity ratio as the dependent variable. Standard errors are in parentheses, with *** (**, *) denoting 1 (5, 10) significant level. Standard errors are in parentheses, with *** (**, *) denoting 1 (5, 10) significant level.
unemployment, or changes in the composition of imports. In addition, this specification also reduces the missing observation problem prevalent in the case of using tariff measures. Note that we use annual data in the estimation to study the aid for trade episode of interest when trade adjustment lending by the World Bank was quite active. While a five or ten year average is typically employed in some studies to account for any business cycle effect in the data, it is not clear to us what would be a country-specific start and end year if we want to purge out the business cycles effectively, short of information similar to the NBER business cycles. Collapsing the annual information into an arbitrary period average also poses some challenge to us as it is the annual variation in economic performance that we wish to track after each country's trade reform. By using annual data, we are able to look at the short and medium run effect of the trade adjustment loans more effectively compared to other configurations.
For comparison, the left most column of Table 4 first presents the results when the sample selection bias is not dealt with; in this simple specification, trade reform has a positive impact on per capita GDP growth in the medium and long run, but this positive effect is quite small and statistically insignificant for the recipient group. The next two columns report a pooled OLS estimation that controls for unobserved country-specific factors and a sample selection bias due to Eq. (6). The differences in the coefficient estimates between the recipient and non-recipient groups suggest that the effects of trade reforms are dependent of the provision of trade adjustment loans. Thus, unlike in column one, the estimation results in columns two and three have the advantage of allowing for a full set of interactions between trade adjustment assistance and trade reforms, among other explanatory variables.
Based on our preferred specification, the overall explanatory power of the estimation is reasonably good with the adjusted R 2 of 0.48-0.53. Note that the positive effect of trade reform on per capita GDP growth in the short run is statistically indistinguishable from zero; this absence of short-term gains in aggregate output may be driven by other concurrent stabilization programs in the country. It is also possible that a large-scale macroeconomic adjustment and stabilization could initially be associated with a contraction in output in the short run. Nevertheless, our results suggest that trade adjustment loans increased GDP growth for the recipient group by about 2 percent in the medium term after trade reform; this is 0.2 percent above the non-recipient group. In the long term, trade adjustment lending increased growth by 2.4%, whereas the non-recipient group did not register any long-run effects after trade reform. To compare our results with the literature, Wacziarg and Welch (2008) find that the effects of trade reforms on per capita GDP in the short, medium and long run are -0.5-0.5 percent, 0.8-2.0 percent, and 1.0-1.5 percent, respectively, which is generally lower than the estimates in our preferred specification. Next in line are the estimation results with import growth as a dependent variable, reported in Table 5 . Compared to the pre-reform period, the short-run positive effect of trade reform on the growth of import demand is 8 percent for the recipient group and 11 percent for the non-recipient group. The findings are consistent with Santos-Paulino and Thirlwall (2004) , who found that import growth increased by about 6 percent following trade reform. Appreciation of the real effective exchange rate and lagged GDP growth had the expected positive effects on the growth of imports. The real exchange rates appeared to be an important determinant of import demand, with stronger effects on import demand growth for the non-recipient group in the short run. For the recipient group, import growth increased significantly in all periods after trade reform, while for the non-recipient group import growth did not register any statistically significant increase in the medium and long term. By including an exogenous time trend, we hope to assess whether import growth follows any particular pattern after trade reform, and find that there is some trending toward lower import growth for the recipient group. Compared to the non-recipient group, the presence of trade adjustment loans increased import growth by an additional 6 percent in the medium term and 10 percent in the long term.
In Table 6 , we report the results for export growth. As expected, coefficient estimates on the real effective exchange rates are negative for both recipient and non-recipient groups. The regression for the recipient group shows that trade reforms have a positive and statistically significant impact on export growth, whereas the impact of trade reform on the export growth rate is statistically indistinguishable from zero for the non-recipient group. Nonetheless, the effects of trade reform on export supply response are modest on average. The presence of trade adjustment loans is associated with a 2.5 percent higher growth of exports during the three to eight years after trade reform. One interpretation of this low export supply response may be due to greater regulatory barriers and infrastructure constraints that hinder the export supply response existing prior to trade reforms in the recipient group. To control for this possibility, a measure of the level of infrastructure is included in the regression, where it is measured as the length (in kilometers) of the total road and railroad network per square kilometer of land area. We find that the coefficient estimate on the infrastructure variable is positive and statistically significant for the recipient group, but not for the non-recipient countries. The fact that the infrastructure is especially important to the recipient group in our analysis may also justify the provision of trade adjustment lending in the first place. 
Conclusions
This paper applies a panel regression to examine the effect of trade adjustment assistance on the economic outcome after trade reform. Our study focuses on trade adjustment lending extended by the World Bank to countries that underwent major trade reforms during the period from 1987 to 2004. We take into account a potential sample selection bias that may arise in the presence of trade adjustment loans as well as the endogeneity problem in a cross-country time-series panel that may be driven by unobservable country-specific effects. The empirical results suggest that for the capita GDP growth, trade adjustment loans yielded significant and beneficial impacts on the recipient countries, with additional gains emerging between three to eight years after trade reform. For both recipient and non-recipient countries, trade reforms increased import growth, with subsequent gains that sustained over a longer period for the recipient group. The favorable impact of trade reforms and trade adjustment loans on export growth were rather modest relative to the impact on GDP growth and import growth.
Our findings also point to the importance of the selection bias and endogeneity in the panel data when trade adjustment assistance is studied: for instance, a simple linear regression underestimated the impact of trade reform on per capita GDP growth by about 2.5 percent in the long run. We also note that a small export supply response found in the recipient group may imply that, despite the overall gain in economic growth due to trade reform, the level of a country's infrastructure remains crucial to the success of trade adjustment assistance and policy intervention. The fact that infrastructure is especially important to the recipient group in our analysis may also justify the provision of trade adjustment lending in the first place. Obviously, the historical account presented in this study is open to many other interpretations. An important consideration, though difficult to account for empirically, is the credibility of trade reform itself (Rodrik, 2007) . Further useful research in this area should also address a greater delineation of trade reform and aid for trade, incorporate political and institutional factors, as well as provide additional case studies that examine more deeply country-specific policy measures, both tariff and non-tariff barriers, on external trade of the developing countries. 6 5 Note that the liberalization increased import growth more than export growth, yet overall economic growth increased.
Higher imports directed at intermediaries, machineries, and capital goods can increase the overall productive capacity, satisfying both higher domestic demand and foreign exports, and hence increasing economic growth. 6 Subject to the availability of longer time series, alternative specifications may try to account for cyclical effects (growth of domestic income for imports; growth world income for exports), together with measures of capital and human capital. Further, a larger comprehensive set of countries that went through several reforms may be useful to study whether trade liberalization was coincident with other reforms that may have increased growth. 
